By MAX LECHTER

OBE's End-Use Classification of Foreifn Trade;

The Changing Patéern of US. Exports
and Imports Since the Mid-1920's

Almost half of thie country's com-
bined caport and import brede is oow in
finished (final) products, eompared fo
legs thany 20 percent before World War
II. This ir one of many observetions
that eonerge from an avalysls of B new
volume of TS, foreign trade statistios
just publisbed by JBE, presenting the
only compatibla, long-borm sarea of
U3, treda dats cureontly avoilable,
The dats am presenied in terma of
brond commuodity categories basad on a
concent of end-use detngnd.

OVER the post half cantury, finished
{final) products have necounted for un
inereazing shars of TIS. axports and
imports while the relotive importance
of industrial supplies snd materials has
declined. Tha shift became evident in
exporta soon ofter World War II, bus
the shift in imports did not materialize
until tha etart of the pnst decade.
Thess are among the developments
that emerge from an anslysia of 4 naw
voluma of U.5. foreign trada statistics
published by the Office of Business
Economics e n supplement to the
SynveEy. The new volume, entitled
"U.5. Exports and Importe Classified
by OBE End-Use Commodity Cate-
gories, 1928-19068," presants the only
consistent, long-term series of stotistics
on 1.5, exports and imports currently
ovailable! These dotn link up diveatly

1. The vl I8 avoilabl ot 3400 per copy from tho
Supgrinterdent of Docomenls, U8, Zoveniat Prinking
Ofies, Washlagtem, D.C. 20, o from ony U8 Dopart-
bl of Cocnam ey e fiald odTlce,

with ocomparable statistics awvailabla
currently on a monthly and quarterly
begis, thus permitting the chonging
commodity structure of U8, trade to
bo traced over the entire pariod since
tha mid-1920's. The brisf discussion
here utilizes date from the new volutne
te point up some major commeodity
shifte sinee the 1920's in terms of broad
end-ysa cateporiez, end to touech on eome
aspects of the shorp detsrioration in tha
T.5. trede belance in recent years.

End-use demaond

The US. export and import data
presented in the new volume are
clessified into broad commodity cate.
gories bosed on & concept of end-use
dempnd, This clessification schema was
originated in tha mid-1950'z by OBE's
balance of payments division. Jts wim
wag to obhence the usefulness of exists
ing foreign trnde statistics sowmpilad by
tha Burenu of the Cansus, which are
organiged in terms of the physical na-
ture of commoditiss and their stage of
processing, or in terms of the principal
industries producing (eupplying) the
commodities. OBE’s end-use classifi-
cation is in {erms of the principal sectors
of the sconomy #5ing or consuming the
commeadities, The end-vse clesgification
schema was designed to facilitata anal-
¥siz of longrun end shortrun changes in
trada in terma of market sectors, thus
ralating trode to economic develop-
ments hare and abroad.

The end-use data in the new volume
represent o comprshensive restruetur-
ing, revision, wod updating of the his-
torieal and-use stotistics initially pub-
lished, in mors limited seops, in the

“1063 Bolance of Payments,” a supple-
ment to the Supvey, In addition, sev-
ersl new series have bean developed.
Thesa include sonsonally adjuetod quar-
tarly dats for principel axport and im-
port end-use categories and salectsd
summsary commaodity proupings. Also
shown are dsta on U.S. trade in reeent
wyoare, 1965-68, by major countries and
world arsas in full end-use detail. All
tables other tham thess eountry/aren
tables present detn over 2 long apan:
exports are shown snnually 1925-68
and quarterly 1058-68; imports ars
shown annuslly 192368 end quarterly
185358,

OBE’s end-use series are construeted
from bosie deta issued by the Buranu of
tha Census, which hos primary respon-
sibility for compiling the official statis-
tiez of U5 merchandisa exporte and
imports. The Census Buresn surrently
collects forsign trads data on the basis
of same 14000 individunl commodity
numbers contained in its commodity
classification sehedilea: almost 4000 in
Schedula B, for exports, and more than
10,000 in the Tariff Schedules of the
United Stotas Annoteted (TSUSA),
for imports.

OBE's oend-me cntegories are conls
strueted by essipning each of fhose
14,000 “building blocks” to one of 288
basic end-use ecmmodity groupings—
116 for sxports, und 112 for imports—
ench of which is identified by g four-
digit code number. These hasic four-
digit ¢ommodity groupings sggregate
inta hroade intermediate groupings,
identified by thrae-digit rnd two.digit
codes. The intermadista geoupings, in
turn, combine ab the broadest leval into
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the principal one-digit end-use cate-
gories—seven for exports, six for im-
ports. All 228 commedity proupings,
meluding the prinsipal end-use cate-
gories shown below, are ¢ontained in the
supplemeant.

Foods, foads, nnd beverages
Industrial swpplies and materials
Capitol goods, exeept auiomaotive
Automotive wvehicles, parts, and

angines

Cousumer goods {nontood), cxeept
antometive

Bpecinl  cotegery  (military-iype

goods)—exports ondy
All other: exports, n.ec., and re
exports; imports, n.e.s.

The datn presented in the new velume
ore based directly on the Census Bureau
rade statistics and are net adjusted to o
belance of payments basis; such adjust-
ment would entail cxcluding military
oid and other militery exports and
irmports of the Defense Department,
and various other adjustments, This was
net done becnuse the necessory com-
modity detnil i= lacking or, in the case
of Defense Depnriment military ship-
ments, is not identifiable for security
TOaSUNE.

Growth and Changing Pattern
of T.5. Foreign Trade

Daring  thoe  near-50-yenr  petriod
covered by the new volome, ihe velee
of 1.5, merchandise tcadce hos undor-
gonc A huge expansion, cllied to the
oven {oster growth of world trade as a
whole. T.S. cxporis rose from less than
35 billion in 1925 to mare than $3414
billion in 1968 {morc than $43 billion
in 1970), and imports rose from 54 bil-
lion to more thon 533 billion (540 billion
in 1970%. Thess inerenses in value reflect
gaing in botl volume and prices.

The strong growth in both exporis
and imports and the sharp shift in the
commodity strueture of oor teade nre
seen in table 1. The shave of finished
roducts in our total combined cxport
and import trade was just wpder 20
1seroent before the war, It Tose to an
averape 31 percent in the 1846-63
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pericd wnd continued to rise in the
following years, remching almost one-
half (47.4 percent) by 1970. The shift
in exparts, which securred earlier than
that in imports, was dominated by
sharply nccelernted shipments of cnpital
aquipment, thouegh military pocds alse
playad a role. Once started, che shift
of imports toward finished products
procesded with grester vigor than the
shift of exports.

Table 1 also shows that the increase
in the finished produocts share of total
imports ha2 involved all throe major
categories of finishad products—con~
sumer goods (nonfood ), mitomotive prod-
vels, and capitel equipment. In ex-

Tabls 1.=Yalue atid Share of Prinvipal End-Tse Cai
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potts, by contrast, the finished goods
share expansion was essentially confined
o cepital goods, slthough the United
States-Canadinn Automotive Products
Trode Act of 1965 reselted in o strong
rise in auwlomotive exports to Cancda
{and an even stronger increase in auto-
motive tmports from Canade). Even so,
rtemotive exports ta ol markets have
sioce 1965 nccounted lor a shere of
total exports little changed from the
S-percent share in the prewar periad, as
the shara of autometive exports to mor-
kets outside Canoada has svidenced a
marked decline during the postwsar
pexiod. The share of other nonfood con-
sumer goods in totel cxports is also

jes in U.5. Forebign Trade Frewar
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little choanged from the prewsr fgure
of oboui & percent.

Copitel goods now account for one-
third of total exports, compared to
lems than 16 percent in prewar yeals.
Cepitel goods exports continue to show
2 large surplus over cooresponding
imnorts, which have grown from {esy
than 1 pearcent of total imports bafore
the war to slmost 10 percent in 1970,
The growth rate of capitnl goods im-
ports—proceading from 3 vary small
base—was very rapid in the 10503 and
early 1360 hut has ensed noticesbly
ginoce 1866 {chart 12},

The growing importance of finished
{final) products in U.8. exports has
oceurred largely at the expense of
industrial supplies and materials. In
the caee of imports, the growth of the
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finished products shore hns bean ac-
comgnied by a decline not only in the
supplies and materiasls shore but alse
in the foodstuffs shore.

The supplies snd materials share of
exports fell from 56 percent in the
prewar pariod to 38 percens in 1945-58
ond 32 percent it 1970. Imports of
industrinl materiels overaged above 60
percent of totol imporés in the prewar
vears ahd obove 50 percent into tha
1060's; the share thon dropped to 42
pargent; in the lest half of the 1960’s and
to 38 pereentin 1970.

The wshore of foods, feeds, ond
bevernges in total exports has Auctuatad
narrowly between 12 and 17 percent
during the long span of years shown in
table 2. The shere of foodstuffe in
imports, on the other hand, dechined
from 28 percent in the 1930/a and in

March 1971

1946-88, to 21 percent in the early
1960’5, and to less then 16 percent
therenfter. Chari 12 shows that the
growth padtern of foodstufls importa has
been smoother than that of exporss.
This probably reflacts the fact that
much of cur food and beverage imports
congists of commodities not grown, or
grown in insufficient quantity, in the
United Stotes—coffes, sugar, cocoa,
ptc. The demnond for such commodities
prasumably prows with incesses in 1.8,
population npnd incomes. The movament
of T3, expotia of foods and feeds, on
the other hend, is more volatile, heing
loreely subject to world climatic con-
ditions end government polivies which
influence supplies of competing notions,
tha demnnds of importing nations, and

world prices.

Table 2—11.5, Merchandise Trado by Principal End-lsa Categoties, by Developed and Developing Countrles
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Shifts in the Trade Balance
Since 1965

The U.S, merchandise trade surplus
dropped from an snnual nversge of $6.4
billion in the firat half of the 1960%
{(colculated excluding military grant-
aid exports) to $2.6 billion in the next §
yoars, 1966-70. Tha surplos reached e
31~vent low of $0.5 hiflion in 1868, when
strongly expanding domestic economie
activity, strikes and strika threats in
domestic matal industries, and sharply
incrensed auto ireports under the 1965
United States-Canadian automotive
trode agreement all contributed to o
gharp rise in imports while exports rose
much lesa strongly. The cverall surplus
in 1965 was §5.2 billion, about egual to
the aversge for the firet helf of the
decade. In 1970 it wos $2.7 hillion,
shout equal to the 196G6=70 nveraza. To
trace the commodity atracture of these
shifts in the trnde belsnce, table 2
shows exporis, imporis, and the balance
for the years 1965, 1068, and 1970
(The commodity and srea data in the
table reflect exports including military
add because detoll on such shipments
cannot ba meporniely identifiad for
security reasons.)

The large overnll surplus in 1965 re-
flected our ¢ustomary strong surplus in
cepital gowds and smaller surpluses in
foodstufls, automotive products, and
specie] category (military-type} goods.
These were partly offset by our long-
term defleids in indusirisl supplies and
meterinls and in nonfood consurner
goods (except automotive).

The surplus on capital goods hes ex-
ponded further since 1983, and the
deficit on industrial materials, afier
deepening in 1968, eased considersbly
in 1970, But ¢ha improvements from
1965 to 1970 in these two major cate-
gories wers far outweighed by the shifta
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from eurplus to deficit in Ioodstoffs
and, mers conspisucusly, sutomotive
produects, end by the rapid deepening
of the deficit in other nonfood consumer
goods.

The surplus in capital goods trade
was 36.6 billion in 19656 and $10.6
hillion in 1970. The $4 billion improva-
ment roeflectad guins of $2.5 billion in
machinery and $1.5 hillion in aircraft,
Howaver, rireraft exporta are volgtila,
fluctuating with the introduction of naw
modele and tha phasing osut of older
models, and thus connot ba congidered
B stable component of the eapital goads
balance.

The deficit in industrial supplies and
materials rose from $2.1 billion in 1965
to o peuk of 33.2 billion in 1968, when
hoowy inflows of steel from Europe and
Japan ware racorded. With tha arrange-
ment for voluntary steal guotaz in 1969,
ond with heavily evelieal demand For
stee]l in Europe sinea 1068, tha deficit
wng shorply reduced to 31.4 billion in
1870.

The balsnees in foods, faeds, oand
bevarages switehod from & surplus of
nearly $1 billion in 1985 to e defisit of
about $0.3 billion in 1970, despite
record axporta of foods and feads last
yoay. The deterioration ginee 1965
resulted from strongly rising imports of
mants, oleoholic beverages, and spa-
cinlty facds, augmenting the growth of
the mora reditional food impores.

The 1J.5. trade paosition in autono-
tive products has shifted drastically—
from & surplus of neorly $1 billion in
1965 6o & deficit of $2.3 billion in 1970
(about $2.0 billion if ndjustment ig
made to eliminate the overvalustion in
the import stetistics of motor vehicles
from Canade; sea footnote 1, toble 2.)
This $3 billion adversa shift reflected o
swing fromn surplus te defieit in our
automotive trode balance with Cenodn
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and 2 worsening of the defieits with
Europa and Jepan. The deterioration
of the balanes with Canada prineipally
roflacts the impact of the 1965 automo-
tive tradn pgreement, which indueced
15. ante manofactorers to expand
axisting, and develop new production
faeilities in Canada. The deterjoration
in automotive trade with tha other
industrinl countries lnrgely refects the
succesz of the small car in the US.
market, whila U5, autamotive sxporta
continus to ba faced with formidable
tariff and nontaxiff barrisre which have
long impaded sales in foreign markeis.

The trade balanes in nonfoed con-
gumer geods (except automotive) also
deterioreted by mors thon %3 billion
betwesn 1968 and 1970—from a deficit
of $1.5 billien to ona of $£3 billion.
Iroporis grew twice as inst ns exports
during the period—nt an avernpe annual
rate of 18 percent compared with 9
pereent. The inerenging TS, demand
for imparted footwear, apperel, radio
ond televiston aets, motorayeles, and a
host of othar consumer items reflacts
not just hiphly competitive prices but
ngpressiva mearketing by foreion pro-
ducers and svidently s growing pref.
erohes by American consumers for
Foreipn producta,

The reeant daterioraéton in the ovar-
oll 1.8, trade balanea has been entirely
with the developed countries; tahle 2
shows that our trade balance with the
devaloping conntries has actually shown
o very modersite improvement. Among
the latfer group of couttries, we have
improved our trade position in in-
duatrial supplies and maerials, eapital
goods (nnd militory goods) and, to n
lesser extent, in automotive produets,
Theae improvements hove outweighed
the affect of 2 worsening deficit in
toodstnils and o swing from surplua to
daeficis in other nonford consumer goods.
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